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(I Provi sions of the Final Rule
In this final rule, we are adopting the provisions as set
forth in the Novenber 8, 1999 proposed rule with the foll ow ng
substanti ve revisions:
A PART 431 -- STATE ORGANI ZATI ON AND GENERAL ADM NI STRATI ON
We added a new 8431.636 to provide for coordination of
Medicaid with the State Children’s Health I nsurance Program
This section provides that the State nust adopt procedures to
facilitate the Medicaid application process for, and the
enrol | ment of children for whomthe Medicaid application and
enrol | ment process has been initiated.
B. PART 433 -- STATE FI SCAL ADM NI STRATI ON
We renoved proposed paragaph 8433.11(b)(3) regarding
enhanced FMAP for disporportionate share hospital expenditures
provided to certain children.
C. PART 435 -- ELIGBILITY IN THE STATES, DI STRI CT OF COLUMBI A,
THE NORTHERN MARI ANA | SLANDS, AND AMERI CAN SAMOA
W added a definition of optional targeted | owincone child
at 8435. 4.
e« We revised 8435.229 to refer to optional targeted | owincone
children as defined at 8435. 4.
« W revised 8435.910(h)(3) to provide that a State may use

the Medicaid identification nunber established by the State to
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the sane extent as an SSN is used for purposes described in
paragraph (b)(3) of this section.

e At 8435.1101 we replaced the term “applicable incone |evel”
with the term “presunptive incone level.” The definition for
this termremains the sane.

« W revised the requirenent at proposed paragraph
8435.1102(b)(4) to provide that agencies that elect to provide
services to children during a period of presunptive eligibility
must all ow determ nations of presunptive eligibility to be nmade
by qualified entities on a Statew de basis.

D. PART 436 -- ELIGBILITY IN GUAM PUERTO RICO, AND THE VIRG N
| SLANDS

In the proposed rule, we inadvertently omtted certain
revisions to part 436. The follow ng revisions parallel the
changes made to part 435:

W added a definition of optional targeted | owincone
children at 8436. 3.

« W added a new 8436. 229, regarding provision of Medicaid to
optional targeted | owincone children.

« W revised paragraph (a) of 8436.1001, regarding FFP for
adm ni strati on.

« W added a new paragraph (c) to 8436. 1002, regardi ng FFP for

servi ces.
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e W added a new subpart L, Option for Coverage of Speci al
G oups.
E. PART 457 -- ALLOTMENTS AND GRANTS TO STATES

W replaced the term“Children’s Health I nsurance Progrant
wth the term*®“State Children’s Health Insurance Progrant
t hroughout the regul ation.

W replaced the term “beneficiary” with the term“applicant”
or “enrollee” throughout the regulation.

Subpart A -- Introduction; State Plans for State Child Health

I nsurance Prograns and Qutreach Strategies

8457. 10

e W added definitions for the following terns: “applicant”,
“cost sharing”, “enrollee”, “enrollnment cap”, “health care
services”, “health insurance coverage”, “health insurance
I ssuer”, “health services initiatives”, “joint application”
“optional targeted | owinconme child”, and “prem um assi stance
progrant .

e For the following terns, we elimnated the cross reference
and set forth the full text of the definition at 8457.10:
“contractor”, “emergency nedical condition”, “emergency
services”, “health benefits coverage”, “managed care entity”,
“post-stabilization services”

W revised the definition of American Indian/Al aska Native

(Al/AN) by renoving the provision that descendants in the first
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or second degree of nenbers of Federally recognized tribes are

consi dered Al/ AN.

« W renoved the definitions of “contractor”, “cost-
effectiveness”, “enploynent wth a public agency”, “grievance”,
“l egal obligation”, “post-stabilization services”, “prem um

assi stance for enpl oyer sponsored group health plans”, and “State
programintegrity unit”.
8457. 40

W revised paragraph (c) to require that the State nust
identify, in the State plan or State plan anmendnent, by position
or title, the State officials who are responsi ble for program
adm ni stration and financial oversight.

8457. 60

« W revised proposed paragraph (a)(1) (now paragraph (a)) to
provide that a State nust anend its State plan whenever necessary
to reflect changes in Federal |aw, regulations, policy
interpretations, or court decisions that affect provisions in the
approved State pl an.

« W revised proposed paragraph (a)(2) (now paragraph (b)) to
provide that a State nust anend its State plan whenever necessary
to reflect changes in State |aw, organi zation, policy, or
operation of the programthat affect the foll ow ng program
el ements: eligibility, including enrollnment caps and

di senrol | rent policies; procedures to prevent substitution of
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private coverage, including exenptions or exceptions to periods
of uni nsurance; the type of health benefits coverage offered;
addition or deletion of specific categories of benefits offered
under the plan; basic delivery system approach; cost-sharing;
screen and enroll procedures, and ot her Medicaid coordination
procedures, review procedures, and ot her conparable required
program el enent s.

« W revised proposed paragraph (a)(3) (now paragraph (c)) to
provide that a State nust anend its State plan to refl ect changes
in the source of the State share of funding, except for changes
in the type of non-health care related revenues used to generate
general revenue.

8457. 65

« W added a new paragraph (d) to set forth requirenents for
amendnents relating to enroll nment procedures.

e W redesignated proposed paragraphs (d) and (e) as
par agraphs (e) and (f), respectively.

e \We renoved proposed paragraph (d)(2), as this provision has
been incorporated into 8457.60(c).

« W added a new paragraph (f)(2) to provide that an approved
State plan continues in effect unless a State wthdraws its plan

i n accordance wth 8457.170(b).
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8457. 70

e We renoved proposed paragraph (c)(1)(vi), which provided
t hat Medi cai d expansi on prograns nust neet the requirenents of
subpart H of this final rule.
8457. 80

e W revised paragraph (c) to provide that the State plan nust
i ncl ude a description of procedures the State uses to acconplish
coordi nation of SCH P with other public and private health
i nsurance prograns, sources of health benefits coverage for
children, and relevant child health progranms, such as title V,
that provide health care services for |owinconme children.
8457. 90

« W added a new paragraph (b)(3) to provide that outreach
strategi es may include application assistance, including
opportunities to apply for child health assistance under the plan
t hrough comuni ty-based organi zations and in conbination with
ot her benefits and services available to children.
8457.110

« W revised paragraph (a) to provide that the State nust nmake
linguistically appropriate information available to famlies.

« W revised paragraphs (a) and (b) to provide that the State
must ensure that information is nmade avail able to applicants, and

enrol | ees.
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* W revised paragraph (b) to provide that States nust have a
mechani smin place to ensure that applicant and enrollees are
provi ded specific information in a tinely nmanner.

8457.120

« W added a new paragraph (c) to require that the State pl an
I nclude a description of the nethod the State uses to ensure
I nteraction of Indian Tribes and organi zations on the
i npl ement ati on of procedures regarding provision of child health
assi stance to Al/AN children
8457. 125

« W revised paragraph (a) by renoving | anguage regardi ng
consultation with Indian tribes, which has been incorporated into
§457. 120(c).

8457. 140

W revised the introductory text of this section to provide
that a State plan or State plan anendnent nust include a 1-year
budget .

8457.170

e« W revised this section to provide nore specific rules
regardi ng w t hdrawal of proposed State plans or plan anmendnents
and wi t hdrawal of approved State pl ans.

8457. 190
« W noved the provisions of 8457.190 to new 8457. 203.
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Subpart C -- State Plan Requirenments: Eligibility, Screening,
Applications and Enrol | nent
8457. 301

« W renoved our proposed definition of "enploynent with a
public agency".

e W added a definition of the term*“joint application”
8457. 305

e« W revised paragraph (a) to provide that the State plan nust
i ncl ude a description of the nmethodol ogi es used by the State to
calculate eligibility under the financial need standard.

« W added a new paragraph (b) to clarify that the State pl an
must describe the State’ s policies governing enroll nent and
di senrol I ment, including enrollnent caps, and processes for
instituting waiting |lists, deciding which children will be given
priority for enrollnment, and informng individuals of their
status on a waiting list.
8457. 310

W revised the financial need standard for a targeted | ow
i nconme child at paragraph (b)(1).

« W revised paragraph (b)(2)(ii) to provide that a child
woul d not be considered covered under a group health plan if the
child did not have reasonabl e geographi c access to care under

t hat pl an.
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* W revised paragraph (c)(1)(ii) to clarify our policy
concerning contributions toward the cost of dependent coverage.
8457. 320

e« W revised paragraph (b)(3) to specifically prohibit
di scrimnation on the basis of diagnosis.

e« W revised paragraph (c) to permt States to accept self-
decl aration of citizenship, provided that the State has
i npl emented effective, fair, and nondi scrimnatory procedures for
ensuring the integrity of their application process with respect
to self-declaration of citizenship.

« W revised paragraph (a)(7) and added a new paragraph (d) to
address eligibility standards related to residency.

« W revised paragraph (a)(10) and added a new paragraph (e)
regardi ng duration of eligibility.

8457. 340

e We renoved proposed 8457.340 and renanmed this section,
“Application for and enrollnment in a separate child health
program” This section sets forth provisions regarding
appl i cation assistance, notice of rights and responsibilities,
tinmely determnations of eligibility, notice of decisions
concerning eligibility, and effective date of eligibility.

8457. 350
* W have revised this section for consistent use of the terns

"found eligible" and "potentially eligible".
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« We renoved the provisions of proposed paragraph (b)
regardi ng screening with joint applications.

e W redesignated proposed paragraph (c) as paragraph (b) and
proposed paragraph (d) as paragraph (c)

« W revised paragraph (b) (proposed paragraph (c)) to require
that a State nust use screening procedures to identify, at a
m ni mum any applicant or enrollee who is potentially eligible
for Medicaid under one of the poverty level related groups
described in section 1902(1) of the Act, section 1931 of the Act,
or a Medicaid denponstration project approved under section 1115
of the Act, applying whichever standard and correspondi ng
net hodol ogy generally results in a higher incone eligibility
| evel for the age group of the child being screened.

e W added a new paragraph (d) to provide that if a State
applies a resource test and a child has been determ ned
potentially incone eligible for Medicaid, the State nust al so
screen for Medicaid eligibility by conparing the famly's
resources to the appropriate Medicaid standard.

W have clarified the provisions of paragraph (e) (now
paragraph (f)) regarding children found potentially eligible for
Medi cai d.

. We added new paragraphs (g) and (h) to specify requirenents
regardi ng i nforned application decisions and waiting lists,

enrol | ment caps and cl osed enrol | nent.
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8457. 353

e W added a new section, “Evaluation of screening process and
provisional enrollnment.” This section sets forth requirenents
regardi ng nonitoring and eval uati ons of the screen and enrol
process, provisional enrollnent during the screening process, and
expendi tures for coverage during a period of provisiona
enrol | ment.
8457. 360

* We renoved this section
8457. 365

« W renoved the provisions of proposed 8457. 365, regarding
grievances and appeals, and incorporated theminto new subpart K

8457. 380 (proposed 8§457.970)

« We noved the provisions of proposed 8457.970 to new
§457. 380.

* W renoved the provision at proposed 8457.970(d) that the
State may termnate the eligibility of an applicant or
beneficiary for “good cause.”

Subpart D -- Coverage and Benefits: General Provisions
8457. 402

« W revised 8457.402(a) to |list surgical services separately
at paragraph (a)(4).

W noved the definitions of “enmergency nedical condition,”

“emergency services,” and “health benefits coverage,” which were
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set forth at proposed paragraphs (b), (c), and (e) respectively,
to 8457.10.
8457. 410

e« W revised paragraph (b)(1) to provide that the State nust
obtai n coverage for well-baby and well-child care services as
defined by the State.

e« W revised paragraph (b)(2) to provide that the State nust
obtai n coverage for age-appropriate imunizations.
8457. 430

W revised 8457.430 by clarifying that benchmark-equi val ent
heal th benefits coverage nust neet the requirenments of
8457. 410(b) and by renovi ng proposed paragraph (b)(4) regarding
wel | - baby and well-child care and i nmuni zati ons.
8457. 440

e« W revised paragraph (b)(2) to clarify that a State nust
submt an actuarial report when it anends its existing State-
based coverage.
8457. 450

« W revised paragraph (a) to provide that Secretary-approved
coverage may i nclude coverage that is the sane as the coverage

provided to children under the Medicaid State plan.
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8457. 490

« W revised 8457.490(a) to provide that the State nust
descri be the nethods of delivery of child health assistance
i ncl udi ng the nmethods for assuring the delivery of the insurance
products and the delivery of health care services covered by such
products to the enrollees, including any variations.

8457. 495

« \We renoved the provisions of proposed 8457. 495 regardi ng
grievances and appeals and incorporated theminto new subpart K

« We noved the provisions of proposed 8457.735 to 8457. 495,
and renanmed the section, “State assurance of access to care and
procedures to assure quality and appropri ateness of care”.
Subpart E -- State Plan Requirenents: Beneficiary Financi al
Responsibilities
8457. 500

e W added a new paragraph (a)(1l) to add section 2101(a) of the
Act to the statutory authority for this subpart.

« W revised paragraph (c) to renove the provision that, with
respect to a mandatory cost-sharing waiver for Al/AN children
subpart E applies to a Medi cai d expansi on program
8457. 505

« W added a new paragraph (c) to 8457.505 to provide that the
State plan nust include a description of the State’'s

di senrol | ment protections as required under 8457.570.
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8457. 510

* W revised paragraph (d) to provide that when a State inposes
prem uns, enrollnment fees, or simlar fees, the State plan nust
descri be the consequences for an enrollee or applicant who does
not pay a charge and the disenroll nment protections adopted by the
State.
8457. 515

e W revised paragraph (d) to provide that the State plan nust
descri be the consequences for an enroll ee who does not pay a
charge and the disenrollnment protections adopted by the State.

« W renoved the statenent from paragraph (e) the a nethodol ogy
that primarily relies on a refund is not an acceptabl e
met hodol ogy.
8457. 520

W revised 8457.520(b) to provide that for the purposes of
cost sharing, well-baby and well-child care services include
routi ne exam nati ons as recommended by the AAP's “Qui delines for
Heal t h Supervision Il1”, or as described in “Bright Futures:
Gui del ines for Health and Supervision of Infants, Children and
Adol escents,” Laboratory tests associated with the well-baby and
wel | -child routine physical exam nations, and imuni zations as

recommended and updated by ACIP.
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8457. 525

« W redesignated proposed paragraph (a)(4) as paragraph (a)(5)
and revised this paragraph to provide that the public schedul e
must include information about consequences for an applicant or
an enrol |l ee who does not pay a charge including disenroll nment
protections.

« W added a new paragraph (a)(4) to provide that the public
schedul e nmust include information on nechani sns for naking
paynents for required charges.

e« W revised paragraph (b)(1) to require States to provide the
public schedule to SCH P enrollees at the tinme of reenroll nent
after a redetermnation of eligibility, and when cost-sharing
charges and cunul ati ve cost-sharing maxi nuns are revised.

8457. 535

States nmay not inpose prem uns, deductibles, coinsurance,
copaynents or any other cost-sharing charges on children who are
Anerican | ndians and Al aska Natives, as defined in 8457.10.
8457. 540

e W redesignated proposed paragraphs 457.550(a) and (b) as
par agraphs 457.540(d) and (e).

« W redesignated proposed paragraph (e) as paragraph (f).
8457. 545

« W renoved the provisions of this section.

§457. 550



HCFA- 2006- F 893

« W elimnated this section and incorporated its contents into
ot her sections of this subpart.

« W redesignated paragraphs (a) and (b) as 8457.540(d) and
(e).

« W redesignated paragraph (c) as 8§ 457.555(e).

8457. 555

W revised 8457.555(b) to indicate that cost sharing nmay not
exceed 50 percent of the paynent the State woul d nake under the
Medi caid fee-for-service systemfor the first day of care in the
I nstitution.

« W added a new paragraph (c) to provide that any copaynent
that the State i nposes on services provided by an institution to
treat an energency nedical condition may not exceed $5.00.

« W redesignated proposed paragraph (c) as paragraph (d).

« W renoved proposed paragraph (d) regardi ng energency room
services provided outside and enrol |l ee’s managed care networKk.
8457. 560

« W reorganized this section for clarity.

8457. 565

« W elimnated this section, as it has been incorporated into
new subpart K
8457. 570

* W added the requirenent, at paragraph (b), that the

di senrol | ment process nust afford the enrollee’'s famly the
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opportunity to show that his or her incone has declined prior to
di senrol | ment for nonpaynent of cost-sharing and charges, and in
the event that such a showing indicates that the enrollee may
have becone eligible for Medicaid or for a | ower |evel of cost
sharing, the State nust facilitate enrolling the child in

Medi caid or adjust the child s cost-sharing category as
appropri at e.

« W added the requirenent, at paragraph (c), that the State
must provide the enrollee with an opportunity for an inpartia
review to address disenroll nent fromthe program
Subpart G -- Strategic Planning
8457. 710

« W added a new paragraph (e) to provide that the State’s
strategi c objectives, performance goals and perfornmance neasures
must include a common core of national performance goals and
measures consistent wth the data collection, standard
nmet hodol ogy, and verification requirenents, as devel oped by the
Secretary.

8457. 735
« W noved the provisions of proposed 8457.735 to 8457. 495.
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8457. 740

« W revised paragraph (a) to provide that Territories are
exenpt fromthe definition of “State” for purposes of quarterly
reporting.

e W redesignated proposed paragraph (a)(2) as paragraph (a)
(3) and added an new paragraph (a)(2) to provide that the
gquarterly reports must include data on a “point-in-tine”
enrol | ment count as of the |l ast day of each quarter of the
Federal fiscal year.

« W added a new paragraph (a)(3)(ii) to provide that the
quarterly report nust include data on the nunber of children
enrolled in Medicaid by gender, race, and ethnicity.

8457. 750

« W revised paragraph (b)(1) to provide that in the annua
report, the State nust include information related to a core set
of national performance goals and neasures as devel oped by the
Secretary.

e W added a new paragraph (b)(7) to provide that the annua
report nust include data regarding the primary | anguage of SCHI P
enrol | ees.

e W added a new paragraph (b)(8) to provide that the annua
report nust describe the State’s current incone standards and
nmet hodol ogi es for its Medicaid expansi on program and separate

child health program as appropriate.
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e W revised paragraph (c) to set forth requirenents regarding
the State’s annual estinmate of changes in the nunber of uninsured
children in the State.

8457. 760

* We renoved this section
Subpart H -- Substitution of Coverage
8457. 810

e W added introductory text to paragraph (a).

e W revised paragraph (a)(1) to provide that an enroll ee nust
not have had coverage under a group health plan for a period of
at least 6 nonths prior to enrollnment in a prem um assi stance
program A State nay not require a mninmm period w thout
coverage under a group health plan that exceeds 12 nonths.

« W revised paragraph(a)(2) to specify the circunstances in
which States may permt reasonabl e exceptions to the requirenent
for a m nimum period wthout coverage under a group health plan.

e We renoved proposed paragraph (a)(3), which specified that
a newborn is not required to have a period w thout insurance as a
condition of eligibility for paynent for enployer-sponsored group
heal t h cover age.

« W added a new paragraph (a)(3) to require that the
requi renment for a mninmm period w thout coverage under a group

heal t h pl an does not apply to a child who, within the previous 6
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nont hs, has recei ved coverage under a group health plan through
Medi cai d under section 1906 of the Act.

« W added a new paragraph (a)(4) to specify that the
Secretary may revise the 6-nonth waiting period requirenent at
her discretion.

e W revised paragraph (b) to provide that for health benefits
coverage obtai ned through prem um assi stance for group health
pl ans, the enployee who is eligible for the coverage nust apply
for the full premumcontribution available fromthe enpl oyer

« W also renoved paragraph (b)(1), which included the m ni num
60 percent enployer contribution requirenent.

Subpart | -- Programintegrity
8457. 902

W added a definition of the term“actuarilly sound
principles”.

W noved the definition of “managed care entity” to 8457. 10.

e W elimnated the definitions of “contractor”, “grievance”
and “State programintegrity unit”.

8457. 920

* We renoved this section
8457. 940

e« W revised paragraph (b)(2) to provide that a State nust
provide child health assistance in an effective and efficient

manner by using paynment rates based on public or private paynent
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rates for conparable services for conparabl e popul ations,
consistent with principles of actuarial soundness.
8457. 950

e« W revised paragraph (a)(3) to provide that a State nust
ensure that its contract wiwth an MCE provi des access for the
State, HCFA, and the HHS O fice of the Inspector General to
enrol |l ee health clains data and paynent dat a.

* W redesignated proposed paragraph (b)(2) as paragraph
(b) (3).

e W added a new paragraph (b)(2) to provide that a State that
makes paynents to fee-for-service entities under a separate child
heal t h program nust ensure that fee-for-service entities
under stand that paynent and satisfaction of the clains will be
from Federal and State funds, and that any false clains nay be
prosecut ed under applicable Federal or State | aws.

8457. 955

« W added a new paragraph (b)(2) to provide that States nust
ensure that MCEs are prohibited fromconducting any unsolicited
personal contact with a potential enrollee by an enpl oyee or
agent of a managed care entity for the purpose of influencing the
i ndividual to enroll wth the entity.

8457. 970
W renoved this section and incorporated its provisions into

§457. 380.
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8457. 975

« W renoved this section

8§457. 985

W renoved this section and incorporated its provisions into

new subpart K

« W added a new 8457.985, Integrity of professional advice to

enrol | ees.

§457. 990

W renoved this section and incorporated its provisions into

new subpart K

8§457. 995

W renoved this section and incorporated its provisions into

new subpart K
Subpart J -- All owabl e Wai vers: GCeneral Provisions
8457. 1000

e« W revised paragraph (c) to provide that this subpart
applies to a Medi cai d expansi on program when the State clai ns
adm ni strative costs under title XXI and seeks a wai ver of
limtations on such clains for use of a conmunity-based health
delivery system This subpart does not apply to denonstrations

request ed under section 1115 of the Act.
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8457. 1003

« W added a new 8457.1003 to provide that HCFA w Il review
the waivers in this subpart as State plan anendnments under the
sanme tinmefranes for State plan anendnents specified in subpart A
8457. 1005

« W revised 8457.1005(c) to provide that an approved wai ver
for cost-effective coverage through a community-based health
delivery systemrenmains in effect for no nore than 3 years.
8457. 1015

« W renoved the requirenent at paragraph (b)(2) regarding
denonstrating cost-effectiveness through conparison with a child-
only health benefits package.
Subpart K -- Applicant and Enrol |l ee Protections

« W relocated certain provisions involving applicant and
enrol |l ee protections to this new subpart K, “Applicant and
Enrollee Protections.” Specifically, we noved to this subpart
proposed 8457.985, which set forth requirenents relating to
gri evances and appeal s, and proposed 8457.990, which set forth
requi renents for privacy protections.

W added the follow ng sections in response to public
comment : 8457. 1140, Core elenments of review, 8457.1170,
Conti nuation of Benefits; and 8457.1190, Prem um assi stance for

group health pl ans.
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e The follow ng table shows the disposition of the sections
set forth in the proposed rule that have been incorporated into

subpart K

Proposed Regulations Final Regulations
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457.110(b)(6)

Revised 457.1130(a)

Revised 457.1130(b)

Revised 457.1130(a)(3)

Revised 457.1160
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F. Techni cal Corrections
In this final rule we are making the follow ng technica

corrections to subpart B, CGeneral Adm nistration, and subpart F,
Paynents to States, of part 457. These subparts were published
in final on May 24, 2000 (65 FR 33616).
Subpart B -- General Adm nistration -- Reviews and Audits;
Wthhol ding for Failure to Conply; Deferral and Di sal |l owance of
Cl ai ns; Reduction of Federal Medical Paynents

« We noved the provisions of proposed 8457. 190 regarding
adm ni strative and judicial review to new 8457.203, as we believe
these provisions are nore appropriately located in subpart B.

« W revised 8457.204(d)(2) to clarify the nmeaning of the
term“corrective action.”

e« W revised 8457.208(a) to cross refer to the provisions of
new 8457. 203.

« We renoved 8457.234, State plan requirenents, as these
provi si ons duplicate 8457.50.
Subpart F -- Paynents to States

« W renoved 8457.624, Limtations of certain paynents for
certain expenditures, as paragraphs (a) and (b) of this section

dupl i cate the provisions of 88457.475 and 457.1010, respectively.
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V. Regulatory |Inpact Analysis
A | npact St at enent

Section 804(2) of title 5 United States Code (as added by
section 251 of Public Law 104-121), specifies that a "major rule"
is any rule that the Ofice of Managenent and Budget finds is
likely to result in--

e An annual effect on the econony of $100 mllion or nore;

e A mjor increase in costs or prices for consuners,
i ndi vi dual industries, Federal, State, or |ocal governnent
agenci es, or geographic regions; or

e Significant adverse effects on conpetition, enploynent,
I nvest ment productivity, innovation, or on the ability of United
States based enterprises to conpete with foreign based
enterprises in donestic and export markets.

This final rule does not establish the SCH P all ot nent

anmounts. However, it provides for the inplenentation and
adm ni stration of the SCH P program and as such, is an
economcally significant, major rule.

We have exam ned the inpacts of this final rule as required
by Executive Order 12866, the Unfunded Mandate Reform Act of 1995
(Pub. L. 104-4), and the Regulatory Flexibility Act (RFA)
(Pub. L. 96-354). Executive Order 12866 directs agencies to

assess all costs and benefits of available regulatory
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al ternatives and, when regul ati ons are necessary, to sel ect
regul at ory approaches that nmaxi mze net benefits (i ncluding
potential econom c environnments, public health and safety, other
advant ages, distributive inpacts, and equity).

The Unfunded Mandates Reform Act of 1995 requires that
agenci es prepare an assessnent of anticipated costs and benefits
bef ore proposing any rule that may result in an expenditure by
State, local, and tribal governnments, in the aggregate, or by the
private sector, of $100, 000,000 or nore (adjusted annually for
inflation)in any one year. Because participation in the SCH P
programon the part of States is voluntary, any paynents and
expenditures States make or incur on behalf of the programthat
are not reinbursed by the Federal governnent are nade
voluntarily. These regul ations inplenent narrowy defined
statutory | anguage and woul d not create an unfunded mandate on
States, tribal or l|ocal governnents.

In addition, section 1102(b) of the Act requires us to
prepare a regul atory inpact analysis for any final rule that may
have a significant inpact on a substantial nunber of small
entities or a significant inpact on the operations of a
substanti al nunber of small rural hospitals. Such an analysis
must conformto the provisions of section 604 of the RFA. Wth
the exception of hospitals located in certain rural counties

adj acent to urban areas, for purposes of section 1102(b) of the
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Act, we define a small rural hospital as a hospital that is
| ocated outside of a Metropolitan Statistical Area and has fewer
t han 50 beds.

In addition, for purposes of the RFA, we prepare a
regul atory flexibility analysis unless we certify that a rule
wi Il not have a significant econom c inpact on a substantial
nunber of small entities. Small entities include small
busi nesses, non-profit organi zati ons, and governnental agencies.
Most hospitals and other providers and suppliers are small
entities, either by non-profit status or by having revenues of $5
mllion or less annually. Individuals and State agencies are not
included in the definition of small entity. As discussed in
detail below, this final rule will have a beneficial inpact, if
any, on health care providers.

Therefore, we are not preparing an analysis for section
1102(b) of the Act because we have determ ned, and we certify,
that this rule will not have a significant inpact on a
substanti al nunber of small entities or on the operations of a
substanti al nunber of small rural hospitals.

B. Cost Benefit Analysis

Thi s anal ysis addresses a wi de range of costs and benefits
of this rule. Whenever possible, we express inpact
guantitatively. |In cases where quantitative approaches are not

feasi ble, we present our best exam nation of determ nable costs,
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benefits, and associated issues. This final regulation would

i npl enment all progranmatic provisions of the State Children’s
Heal th I nsurance Program (SCHI P) i ncl udi ng provisions regarding
State plan requirenents, benefits, eligibility, and program
integrity, which are specified in title XXI of the Act. This
final regulation would have a beneficial inpact in that it would
all ow States to expand the provision of health benefits coverage
to uninsured, | owinconme children who previously had limted
access to health care.

SCH P is the | argest single expansion of health insurance
coverage for children since the creation of Medicaid in 1965.
SCHI P was designed to reach children fromworking famlies wth
I ncomes too high to qualify for Medicaid, but too lowto afford
private health insurance. As discussed in detail below, this
initiative set aside $40 billion over ten years for States to
provi de new health coverage for mllions of children. To date,
pl ans prepared by all 50 States, 5 U S. territories, and the
District of Colunbia have been approved. W estimte that States
enrolled at least 3 mllion children in fiscal year 2000. The
I npl enmentation of SCH P has significantly reduced the nunber of
uni nsured children nationwi de. Previously uninsured children now
have access to a range of health care services including well
baby and well child care, inmmunizations, and energency services.

In addition to the obvious benefit of providing access to health
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care coverage for mllions of children, as discussed in detail
below, SCH P will also have a beneficial inpact on the private

sector.
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1. Di sbursenment of Federal Funds

Budget authority for title XXI is specified in section
2104(a) of the Act with additional funding authorized in
Pub. L. 105-100. The total national anmount of Federal funding
avail able for allotnment to the 50 States, the District of
Col unbi a, and the Commonweal ths and Territories for the |life of
SCHI P, is established as foll ows:

TOTAL AMOUNT OF ALLOTMENTS

Fi scal Amount
Year

1998 $4, 295, 000, 000
1999 4,275,000, 000
2000 4, 275, 000, 000
2001 4,275,000, 000
2002 3, 150, 000, 000
2003 3, 150, 000, 000
2004 3, 150, 000, 000
2005 4, 050, 000, 000
2006 4, 050, 000, 000
2007 5, 000, 000, 000

Under Public Law 105-277, an additional $32 mllion was
appropriated for allotnent only to the Comobnweal t hs and
Territories, and only for FY 1999. 1In addition, we note that
there was an additional allocation of $20 million in FY 1998,

whi ch i ncreases the FY 1998 total allotnment anpbunt to $4. 295
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billion. Also, for each of the first five years, $60 mllion of
the allotnent nust be used for the special diabetes prograns.

Section 702 of the Bal anced Budget Refinenent Act of 1999
(Pub. L. 106-113, BBRA) appropriated an additional $249 mllion
for Territories. |In addition, section 703(c) of the BBRA
requires that the Secretary conduct an independent eval uation of
10 States with approved child health plans and appropriates $10
mllion for FY 2000 for this purposes. The additional allotnents
for Territories are established as foll ows:

| NCREASED ALLOTMENTS FOR TERRI TORI ES

Fi scal

Year Armount
2000 $34, 200, 000
2001 34, 200, 000
2002 25, 200, 000
2003 25, 200, 000
2004 25, 200, 000
2005 32, 400, 000
2006 32, 400, 000
2007 40, 000, 000

We note that the Federal spending levels for the SCH P
program are based entirely on the spending and al |l ocati on
formul as contained in the statute. The Secretary has no

di scretion over these spending levels and initial allotnments of
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funds allocated to States. Both direct program and
adm ni strative costs are covered by the allotnents.
2. | npact on States

SCHI P is a State-Federal program under which funds go
directly to States, which have great flexibility in designing
their programs. Specifically, within broad Federal guidelines,
each State determ nes the design of its program eligible groups,
benefit packages, paynent |evels for coverage and adm nistrative
and operating procedures. As such, it is difficult to quantify
the econom c i npact on States beyond the obvious benefit of
addi tional funding provided at an “enhanced” matching rate as
conpared to the matching rates for the Medicaid program As
stated above, the total Federal paynents available to States are
specified in the statute and are all ocated according to a
statutory fornmula based on the nunber of uninsured, |owincone
children for each State, and a geographic adjustnent factor. For
qgual i fying expenditures, States will receive an enhanced Federa
mat ching rate equal to its current FMAP increased by 30 percent
of the difference between its regular matching rate and 100
percent, except that the enhanced match cannot exceed 85 percent.

The follow ng chart depicts estimated outlays for the SCH P
program These estimates differ fromthe allotnents referred to
above in that the allotnents allow the noney to be spent over a

period of three years.
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Fi scal Year Qutlays in $Billions
1999 2000 2001 2002 2003
Federal Share 0.6 1.3 1.9 2.5 3.0
State Share 0.2 0.6 0.8 1.1 1.3
Tot al 0.8 1.9 2.7 3.6 4.3
Note: These estinmates are based on State and Federal budget

proj ections and have been included in the President's FY 2001
budget. Qutlay estimates do not include costs for Mdicaid
expansi on prograns but only for separate child health prograns.
Because the final rule largely confirns the provisions in
the proposed rul e, which were based on previously rel eased
gui dance, nost States’ prograns are already in conpliance with
these Federal requirenents. |In addition, this final rule
I ncl udes a bal ance of provisions that provide additiona
flexibility for States with further clarification of the intent
of the statute. Therefore, coupled with the fact that States are
working with a limted anmount of funds, we do not anticipate that
the publication of this rule wll have a significant or
unexpected i npact on States.
3. | npact on the Private Sector
We note that due to the flexibility that States have in
designing and i nplenenting their SCH P prograns it is not

possible to determ ne the inpact on individual providers groups



HCFA- 2006- F 913

of providers, insurers, health plans, or enployers. However, we
anticipate that the SCH P programw || benefit the private sector
in a nunber of ways. The program may have a positive inpact on a
nunber of small entities given that SCH P funding will filter
down to health care providers and health plans that cover the
SCHI P popul ation. Health plans that provide insurance coverage
under the SCHIP programw || benefit to the extent that children
are generally a |lower-risk population. That is, children tend to
use fewer high-cost health care services than ol der segnents of

t he popul ati on. Thus, by providing health insurance coverage
for preventive care such as well-baby and well-child care and

I mruni zations, SCH P nmay benefit health insurers by reducing the
need to provide nore costly health care services for serious

i1l nesses. Additionally, because SCH P provides health insurance
coverage to children who were previously uninsured, health care
providers will no | onger have to absorb the cost of unconpensated
care for these children. The private sector may al so benefit
fromSCH P to the extent that children and famlies with health

I nsurance coverage are nore likely to use health care services.
Thus, health care providers are |likely to experience an increase
in demand for their services. Small businesses that are unable
to afford private health insurance for their enployees wll
benefit to the extent that the enployees, or their children

qualify for SCH P. However, because States have |argely been
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operating their SCH P prograns in accordance with the proposed
rul e since the beginning of their prograns, we do not anticipate
the final rule will have a significant inpact on the private
sector, with the exception of the potential for additiona
progr am expansi ons.
4. | npact on Beneficiaries
The main goal of SCHIP is to provide health insurance
coverage for children in famlies that are not eligible for
Medi cai d, but do not earn enough to afford private health
insurance. SCHI P will allow a | arge nunber of children who were
previously uninsured to have access to health insurance and the
opportunity to receive health care services on a regul ar basis.
Supart E of this final rule sets forth provisions regarding
the costs that beneficiaries may incur (cost sharing) under
SCH P. In accordance with the statute, we set forth provisions
concerni ng general cost sharing protection for |ower incone
chil dren and Anerican | ndi ans/ Al aska Natives, cost sharing for
children fromfamlies with certain incone |evels, and cumul ative
cost-sharing maxi muns. Section 457.555 sets forth maxi num
al | owabl e cost sharing charges on targeted | owincone children in
famlies with income from101 to 150 percent of the FPL. This
section specifies maxi num copaynent anmounts that may be inposed
under fee-for-service delivery systens and managed care

organi zations. Additionally, regarding cunul ati ve cost sharing
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maxi muns, 8457.560 provides that cost sharing for children with
famly incone above 150 percent of the Federal poverty |evel may
not exceed 5 percent of total famly income for the year. For
children with famly incone at or bel ow 150 percent of the
Federal poverty level, cost sharing may not exceed 2.5 percent of
total famly incone for the year

We note that due to State flexibility in establishing cost-
sharing anmounts bel ow the maxi nuns and differing utilization
patterns anong beneficiaries, it is difficult to quantify the
amount of cost sharing that famlies incur to participate in
SCHI P. However, in light of the nunber of children enrolled in
SCH P, we believe that for nost beneficiaries, the benefit of
access to health insurance coverage outwei ghs the costs
associated with participation in the program

I n accordance with the provisions of Executive Order 12866,
this regulation was reviewed by the O fice of Managenent and
Budget .

We received the follow ng conment on the inpact analysis:

Comment : Several comenters believe that the regulation is
adm ni stratively burdensone. Specifically, commenters asserted
that the admnistrative funding for SCH P is insufficient to
effectively operate a State plan under the proposed regul ati ons.
The proposed rule fails to adequately acknow edge that State

budgets for outreach and adm nistrative activities are limted to
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10 percent of total expenditures. Comenters believe this nethod
of conputing the admnistrative cap places States in a difficult
position because in order to increase enrollnent (and
consequently the State’s total expenditures), States nust incur
expenditures for outreach. Comrenters recomended that we

excl ude outreach expenditures fromthe 10 percent cap.

Commenters al so noted that the proposed regul ations create
addi tional adm nistrative burdens that do not inprove services
and nmay force States to revise prograns at additional costs to
States. They indicated that for Medicaid expansi on prograns,
Federal ly required systens changes are nmatched at 90 percent with
no cap. However, the proposed regul ations do not offer a simlar
provi sion for separate child health prograns required to nmake
changes to existing systens. Additionally, separate child health
prograns are required to absorb these costs within the limted 10
percent adm nistrative cap

Comenters strongly recommended that we carefully consi der
the admnistrative feasibility and the cost of the proposed
regul ations for SCHI P eligibles and their famlies, States and
MCEs. Commenters argued that the burden of high admnistrative
costs will be particularly difficult for health plans to bear
because per enrollee revenues are conparatively small under
SCHI P. The comenters suggested that we evaluate carefully the

costs and benefits of admnistrative requirenments to avoid
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threatening the economc viability of SCH P prograns. The
participation of private health plans can offer significant
advantages in providing attractive plans for beneficiaries,
organi zi ng provi der networks, controlling costs and delivering
I nnovations fromthe enployer-based market. However, the |ow cap
on adm ni strative expenses has served to deter sone private pl ans
fromparticipating in SCH P prograns. Sone private health plans
have found it difficult to forecast the financial risk associated
wi th covering children under this program and are concerned that
they cannot provide for adequate reserves under the cap.

Response: Under section 2105(c)(2)(A) of the Act, States nay
recei ve funds at the enhanced FMAP for adm nistrative
expendi tures, outreach, health services initiatives, and certain
other child health assistance, only up to a “10 Percent Limt.”
The “10 Percent Limt” found in the statute specifies that the
“total conputable” anpbunt of these expenditures (the conbined
total State and Federal share of benefit and adm nistrative
expendi tures) for which FFP may be cl ai med cannot exceed 10
percent of the sum of the total conputable expenditures nmade
under section 2105(a) of the Act and the total conputable
expendi tures based on the enhanced match made under sections
1905(u)(2) and (u)(3) of the Act.

It is inportant to note that States may mtigate the effect

of little or no program expenditures on the cal culation of the 10
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percent limt in one fiscal year by delaying the claimng of

adm ni strative expenditures until a subsequent fiscal year. In
that case, the del ayed adm ni strative expendi tures could be
appl i ed agai nst the subsequent year’s 10 percent |imt, which may
be cal cul ated using presunmably hi gher program expenditures. This
shoul d prove hel pful to States now that their prograns are up and
running and the original start up costs are dimnishing. In
addition, as States gain nore experience operating their

prograns, adm nistrative costs should fall bel ow the 10 percent
cap on adm ni strative expenditures.

In response to the comment that sonme health plans have found
it difficult to foresee the risk associated with covering
children under this program we have no requirenent for plan
adm nistrative costs. These costs are subject to negotiations
bet ween the individual health plan and the State in a risk based
capi tated arrangenent.

V. Federalism

Under Executive Order 13132, we are required to adhere to
certain criteria regarding Federalismin devel opi ng regul ati ons.
Title XXI authorizes grants to States that initiate or expand
heal th i nsurance prograns for |owinconme, uninsured children. A
State Children's Health I nsurance Program (SCH P) under title XXl
is jointly financed by the Federal and State governnents and is

adm ni stered by the States. Wthin broad Federal guidelines,
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each State determi nes the design of its program eligible groups,
benefit packages, paynent |evels for coverage and adm nistrative
and operating procedures. States have great flexibility in
desi gning prograns to best neet the needs of their beneficiaries.
HCFA works closely with the States during the State plan and
State plan anendnent approval process to ensure that we reach a
nmut ual | y agreeabl e deci si on.

Federal paynents under title XXI to States are based on
St at e expenditures under approved plans that could be effective
on or after COctober 1, 1997. The short tinme frame between the
enact nent of the Bal anced Budget Act (BBA) (August 5, 1997) and
the availability of the funding for States required the
Departnent to begin reviewing SCH P plans submtted by States and
Territories at the sane tine as it was issuing guidance to States
on how to operate the SCH P prograns. The Departnent worked
closely with States to dissem nate as nuch information as
possi bl e, as quickly as possible, so States could begin to
I npl enment their new prograns expeditiously.

To be nore specific, the Departnent began issuing gui dance
to States within one nonth of enactnent of the BBA. W provided
i nformati on on each State's allotnent through two Federa

Regi ster notices published on Septenber 12, 1997 (62 FR 48098)

and February 8, 1999 (64 FR 6102). W devel oped a nodel

application tenplate to assist State's in applying for title XXl
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funds. We provided over 100 answers to frequently asked
guestions. W issued policy guidance through a series of 23
letters to State health officials. Al of this information is
currently avail able on our website |located on the Internet at
http://ww. hcfa.gov. W have al so provided technical assistance
to all States in devel opnent of SCHI P applications.

On Novenber 8, 1999 we published in the Federal Register a
proposed rule that set forth all programmatic provisions for
SCH P (64 FR 60882). W received 109 tinely coments on the
proposed rule. Interested parties that comented i ncl uded
States, enroll ee advocate organi zations, individuals, and
provi der organi zations. The conments received varied w dely and
were often very detailed. W received a significant nunber of
comrents on the follow ng areas: State plan issues, such as when
an anendnent to an existing plan is needed; the exenption to cost
sharing for American Indian/ Al aska Native children; eligibility
“screen and enroll” requirenents; Medicaid coordination issues;
eligibility sinplification options such as presunptive
eligibility, the definition of a targeted | owincone child;
substitution of private coverage; data collection on race,
ethnicity, gender and prinmary |anguage; grievance and appea
procedures; and prem um assi stance for enpl oyer-sponsored
coverage. In this final rule we provide detail ed responses to

all issues raised by the commenters.
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The final programmatic regul ation incorporates nuch of the
gui dance that already has been issued to States. As the fina
regul ation builds upon previously rel eased gui dance, nost of the
regul ation represents policies that have been in operation for
sonme time and are a result of the consultation process that is
required as part of the inplenentation of SCH P, specifically,
the State plan approval process. |n devel oping the
interpretative policies set forth in this final rule, we also
listened to the concerns of States through processes other than
the State plan process as well, by attendi ng conferences and
meeting wth various groups representing State and public
interests. W consulted with State and local officials in the
course of the design and revi ew stages of State proposals, and
many of the policies found in the proposed and this final rule
are a direct result of these discussions and negotiations with
the States. To the extent consistent wth the objectives of the
statute, to obtain substantial health care coverage for uninsured
| ow-i ncome children in an effective an efficient manner, we have
endeavored to preserve State options in inplenenting their
prograns. As we continue to inplenent the program we have
identified a nunber of areas in which we further el aborate on
previ ous gui dance or inplenment new policies. A summary of key
Issues is set forth at section Il.A 1 of the preanble to this

final rule.
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VI. Collection of Information Requirenents
Under the Paperwork Reduction Act of 1995 (PRA), agencies are
required to provide a 30-day notice in the Federal Register and
solicit public conment before a collection of information
requirenent is submtted to the Ofice of Managenent and Budget
(OVMB) for review and approval. To fairly eval uate whether an
i nformati on col |l ection should be approved by OVB, section
3506(c)(2)(A) of the PRA requires that we solicit comments on the
follow ng issues:

e \Wether the information collection is necessary and usef ul
to carry out the proper functions of the agency;

e The accuracy of the agency's estimate of the information
col | ection burden;

e The quality, utility, and clarity of the information to be
col I ected; and

* Recommendations to mnimze the information collection
burden on the affected public, including autonated coll ection
t echni ques.

Therefore, we are soliciting public coment on each of these

i ssues for the information collection requirenent discussed
bel ow. The follow ng sections of this docunment contain
i nformation collection requirenents:

Section 457.50 -- State pl an.
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In summary, 8457.50 requires a State to submt a child
health plan to HCFA for approval. The child health plan is a
conprehensive witten statenent submtted by the State descri bing
t he purpose, nature, and scope of its Child Health Insurance
Program and gi ving assurance that it will be admnistered in
conformty with the specific requirenents of title XIX (as
appropriate), title XXI, and the regulations in this chapter.

The State plan contains all information necessary for HCFA to
determ ne whet her the plan can be approved to serve as a basis
for Federal financial participation in the State program

The burden associated wth this requirenent is the tinme and
effort for a State to prepare and submt its child health plan to
HCFA for approval. These collection requirenents are currently
approved by OvB under QvB# 0938-0707.

Section 457.60 -- Anmendnents.

In summary, 8457.60 requires a State to submt to HCFA for
approval an anmendnent to its approved State plan, whenever
necessary, to reflect any changes in; 1) Federal |aw,
regul ations, policy interpretations, or court decisions, 2) State
| aw, organi zation, policy or operation of the program or 3) the
source of the State share of funding.

The burden associated wth this requirenent is the tinme and
effort for a State to prepare and submt any necessary anmendnents

toits State plan to HCFA for approval. Based upon HCFA' s
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previ ous experiences with State plan anmendnents we estimte that

on average, it wll take a State 80 hours to conplete and subm t

an amendnent. W estimate that 10 States/territories will submt
an amendnent on an annual basis for a total burden of 800 hours.

Section 457.70 -- Program options.

In summary, 8457.70 requires a State that elects to obtain
heal th benefits coverage through its Medicaid plan to submt an
amendnent to the State’'s Medicaid State plan as appropriate,
denonstrating that it nmeets specified requirenents in subparts A
B, C F, Gand J of part 457 and the applicabl e Mdicaid
regul ati ons.

The burden associated with this requirenent is the tine and
effort for a State to prepare and submt the necessary anendnent
toits Medicaid State plan to HCFA for approval. Based upon
HCFA' s previous experiences with State Plan anendnents we
estimate that on average, it will take a State 2 hours to
conpl ete and submt an anmendnent for HCFA approval. W estimte
that 28 States/territories wll submt an anmendnent for a tota
one-tinme burden of 56 hours.

Section 457.350 -- Eligibility screening.

In summary, 8457.350 requires a State that chooses to screen
for Medicaid eligibility under the poverty level related groups
described in 1902(1)of the Act, to provide witten notification

to the famly if the child is found not to be Medicaid eligible.
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The burden associated wth this requirenent is the tinme and
effort for a State to prepare and provide witten notification to
the famly if the child is found not to be Medicaid eligible.

The average burden upon the State to prepare the notice is a one
time burden estimated to be 10 hours and that it wll take 3

m nutes for the State to provide and the famly to read the
information. W estinmate that on average, that each State w |
be required to provide 1 mllion notices on an annual basis for a
total annual burden of 50,000 hours, per State. Therefore, the
total estimated burden is calculated to be 2,700,000 hours on an
annual basis.

Section 457.360 -- Facilitating Medicaid enroll nent.

In summary 8457.360(c) requires a State to provide full and
conplete information, in witing to the famly (that neets the
requirenments of (c)(1) through (c)(2) of this section), to ensure
that a decision by the famly not to apply for Medicaid or not to
conpl ete the Medicaid application process represents an inforned
deci si on.

The burden associated wth this requirenent is the tinme and
effort for a State to prepare and provide witten notice to the
famly to ensure that a decision by the famly not to apply for
Medi caid or not to conplete the Medicaid application process
represents an i nforned decision. The average burden upon the

State to dissem nate a standard notice to the famly is estimted
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to be 3 mnutes. W estimate that on average, each State wll| be
required to provide 1 mllion notices on an annual basis for a
total annual burden of 50,000 hours, per State. Therefore, the
total estimated burden is calculated to be 2,700,000 hours on an
annual basi s.
Section 457.361 -- Application for and enrollnment in CH P

In summary, 8457.361(b) requires a State to inform
applicants, at the tinme of application, in witing and orally if
appropriate, about the eligibility requirenents and their rights
under the program

The burden associated wth this requirenent is the tinme and
effort for a State to informeach applicant in witing and orally
i f appropriate, about the eligibility requirenents and their
rights and obligations under the program W estinmate the
aver age burden upon the State to dissem nate a standard notice to
the famly is estimated to be 3 mnutes. W estimate that on
average, each State will be required to provide 1 mllion notices
on an annual basis for a total annual burden of 50,000 hours, per
State. Therefore, the total estimated burden is calculated to be
2,700, 000 hours on an annual basis.

In summary, 8457.361(c) requires a State to send each
applicant a witten notice of the agency’'s decision on the
application and, if eligibility is denied or termnated in

accordance with 8457.1170(b)(that is, the specific reason or



HCFA- 2006- F 927

reasons for the action and an explanation of the right to request
a hearing within a reasonable tine).

The burden associated with this requirenent is the tine and
effort for a State to prepare and provide witten notice to each
applicant of the agency’ s decision on the application, and if
eligibility is denied or term nated, the specific reason or
reasons for the action and an explanation of the right to request
a hearing within a reasonable tine. W estinmate that on average,
it wll take each State 3 mnutes to prepare each notice and that
each State will be required to provide 1 mllion notices on an
annual basis for a total annual burden of 50,000 hours, per
State. Therefore, the total estimated burden is calculated to be
2,700,000 hours on an annual basis.

Section 457.431 -- Actuarial report for benchmark-equival ent
cover age.

In summary, 8457.431 requires a State that wants to obtain
approval for benchmark-equi val ent benefits coverage descri bed
under 8457.430 to submt to HCFA an actuarial report that: 1)
conpares the actuarial value of coverage of the benchmark package
to the State-designed benchmark-equi val ent benefit package; 2)
denonstrates through an actuarial analysis of the benchmark-
equi val ent package that coverage requirenents under 8457.430 are

met; and 3) neets the requirenents of 8457.431(b).
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The burden associated with this requirenent is the tine and
effort for a State that wants to obtain approval for benchmark-
equi val ent benefits coverage descri bed under 8457.430 to prepare
and submt its actuarial report to HCFA for approval. W
estimate that, on average, it wll take a State 40 hours to
prepare and submt a report for HCFA approval. W estimte that
6 States/territories will submt a plan for a total burden of 240
hour s.

Section 457.440 -- Existing State-Based Conprehensive Coverage.

Under paragraph (b) of this section, a State nay nodify an
exi sting conprehensive State-based coverage program described in
paragraph (a) of the section if, anobng other itens, the State
submts an actuarial report when it anends its existing coverage.

The burden associated with this requirenent is the tine and
effort for a State needs to prepare an actuarial report. There
are only three States that would have this option; we do not
antici pate that nore than one of themwould nodify its programin
a given year. It would take that State an average of 40 hours to
prepare the report.

Section 457.525 -- Public schedul e.

In summary, 8457.525(b) requires a State to nake the public
schedul e required under paragraph (a) avail able to:

(1) SCH P enrollees, at the tine of enroll nent and

reenroll ment after a redetermnation of eligibility, and when
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cost-sharing charges and cumnul ative cost-sharing naxi nuns are
revi sed.

(2) SCH P applicants, at the tinme of application.

(3) Al SCH P participating providers.

(4) The general public.

The burden associated with this requirenent is the tine and
effort for a State to prepare and nake available its public
schedul e available to these four groups. W estimte that on
average, it wll take each State/ Territory 120 mnutes to prepare
its public schedule and 3 mnutes to dissem nate no nore than
20, 000 copies of its schedule on an annual basis for a total
annual burden of 1000 hours, per State/Territory. Therefore, the
total estimated burden is calculated to be 54,000 hours on an
annual basi s.

Section 457.570 Disenrol |l nent protections.

Under paragraph (a) of this section, a State nust give
enrol | ees reasonable witten notice of and an opportunity to pay
past due prem uns, copaynents, coinsurance, deductibles or
simlar fees prior to disenrollnent.

The burden associated wth this requirenent is the tinme and
effort for a State to prepare a standardi zed notice and to fil
out and give the enrollees the notice. W estimate that it wll
take each State four hours to create a notice, for a nationa

burden of 216 hours. W anticipate that it will take no | onger
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than 10 m nutes per enrollee to fill out the notice and give it
to the enrollee; we estimate that approxinmately five per cent of
enrollees will be given notices. |If there are 2.6 mllion
children enrolled, as projected, the burden nationally wll be
21,700 hours of burden [(2.6 mlIlion X 5 percent X 10 m nutes) =+
60] .

Section 457.740 -- State expenditure and statistical reports.

In summary, 8457.740 requires a State to submt a report to
the Secretary that contains quarterly program expenditures and
statistical data, no later than 30 days after the end of each
gquarter of the federal fiscal year. The burden associated with
this requirenent is the tine and effort for a State to prepare
and submt its report to the Secretary. These collection
requi renents are currently approved by under OVB approval nunber
OvB# 0938-0731, with a current expiration date of 1/31/2002.

In addition 8457.740 requires a State to submt an annua
report, thirty days after the end of the Federal fiscal year, of
an unduplicated count for the Federal fiscal year of children who
are enrolled in the title XIX Medicaid program and the separate
child health and Medi cai d- expansi on prograns, as appropriate, by
age, service delivery, and incone categories described in
par agraphs (a) and (b) of this section.

The burden associated wth this requirenent is the tinme and

effort for a State to prepare and submt its annual report to the
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Secretary. W estimate that on average, it will take a State 40
hours to conplete and submt their report. W estinmate that 54
States/territories will submt a plan for a total burden of 2160
hour s.

Section 457.750 -- Annual report.

In summary, 8457.750 requires a State to submt a report to
the Secretary by January 1 followi ng the end of each federa
fiscal year, on the results of the State’'s assessnent of
operation of the State child health plan

The burden associated wth this requirenent is the tinme and
effort for a State to prepare and submt its annual report on the
results of the State’ s assessnent of operation of the State child
health plan. W estimate that on average, it will take a State
40 hours to conplete and submt their report. W estimate that
54 States/territories will submt a plan for a total burden of
2160 hours.

Section 457.810 -- Prem um assi stance for enpl oyer-sponsored
group health plans: Required protections against substitution.

In summary, 8457.810(d) requires a State that uses title XXl
funds to provide prem um subsi di es under enpl oyer-sponsored group
health plans to collect information to eval uate the anount of
substitution that occurs as a result of the subsidies and the

ef fect of subsidies on access to coverage.
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The burden associated with this requirenent is the tine and
effort for a State to collect the necessary data to evaluate the
amount of substitution that occurs as a result of the subsidies
and the effect of subsidies on access to coverage. W estimte
that on average, it will take a State 20 hours to collect the
necessary data for their evaluation. W estinmate that 54
States/territories will submt a plan for a total burden of 1,080
hour s.

Section 457.940 -- Procurenent standards.

Under paragraph (a), a State nust submt to HCFA a witten
assurance that title XXI services will be provided in an
effective and efficient manner. The burden associated with this
requirenent is the tine and effort for a State to wite this
assurance. W believe that the tinme involved will be mniml and
assi gn one hour per State for this requirenent.

Section 457.950 -- Contract and paynent requirenents including
certification of paynment-related information.

This section, in paragraph (b), requires a State that makes
paynents to fee-for-service entities under a separate child
health programto --

(1) Establish procedures to certify and attest that
information on claimforns is truthful, accurate, and conpl ete.

(2) Ensure that fee-for-service entities understand that



HCFA- 2006- F 933

paynent and satisfaction of the clains will be fromfederal and
State funds, and that any false clains may be prosecuted under
applicable federal or State | aws.

(3) Require, as a condition of participation, that fee-for-
service entities provide the State, HCFA and/or the HHS O fice of
the Inspector General with access to enrollee health clains data,
cl ai ns paynent data and rel ated records.

The burden associated with this requirenent is the tine and
effort for a State to establish procedures. It is also the tine
and effort required for a fee-for-service entity to certify and
attest that information on claimforns is truthful, accurate, and
conplete and to provide access to the required data to the State,
HCFA and/or the HHS O fice of the Inspector General. Depending
on the situation, we estinmate that the tine required to conplete
such a certification would be 8 hours per certification, per
year. Therefore, 8 hours X 51 States and Territories for a total
burden of 408 hours per year.

Section 457.965 -- Docunentati on.

In summary, 8457.965 requires a State to include in each
applicant’s record facts to support the State’s determ nati on of
the applicant’s eligibility for CHHP. Wile this requirenent is
subject to the PRA, we believe that the burden associated with

this requirement is exenpt fromthe PRA as defined in 5 CFR
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1320(b) (3), because this requirenment would be inposed in the
absence of a Federal requirenent.
Section 457.985 -- Integrity of professional advice to enroll ees.

Under this section, the State nust guarantee, in al
contracts for coverage and services, beneficiary access to
i nformation, in accordance with 88422. 208 and 422.210(a) and (b),
related to limtations on physician incentives or conpensation
arrangenents that have the effect of reducing or limting
services and information requirenents respectively.

The burden associated with this requirenent is the tine and
effort for a State to include this guarantee in its contract(s)
and for its contractor(s) to give beneficiaries access. W
estimate that it will take a token hour for each State to conply
with this requirenent. W estimate that it will take each
contractor 1 hour to include this assurance in its contracts,
however the nunber of contractors that will be affected cannot be
known, as States have flexibility to use contractors as they deem
appropri at e.

Section 457.1005 -- Wiiver for cost-effective coverage through a
communi ty- based health delivery system

In summary, 8457.1005 requires a State requesting a waiver
for cost-effective coverage through a community-based health

delivery system to submt docunentation to HCFA that
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denonstrates that they neet the requirenents of 8457.1005(b) (1)
and (b)(2).

The burden associated wth this requirenent is the tinme and
effort for a State that wants to obtain a waiver to prepare and
submt the necessary docunentation to HCFA that denonstrates that
they nmeet the requirenments of 8457.1005.

W estimate that on average, it will take a State 24 hours
to prepare and submt a waiver request for HCFA approval. W
estimate that 10 States/territories will submt a request for a
total burden of 240 hours.

Section 457.1015 -- Cost effectiveness.

In summary, 8457.1015 requires a State to report to HCFA in
Its annual report the anmount it spent on famly coverage and the
nunmber of children it covered. While this requirenent is subject
to the PRA, the burden associate with this requirenent is
captured in 8457.750 (Annual report).

Section 457.1180 -- Notice

Under this section, a State nust provide enrollees and
applicants tinmely witten notice of any determ nations required
to be subject to review under 8457.1130, a notice that includes
the reasons for the determ nation; an explanation of applicable
rights to review of that determ nation, the standard and

expedited tinme frames for review, and the manner in which a
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review can be requested; and the circunstances under which
benefits may continue pending review.

The burden associated wth this requirenent is the tinme and
effort for a State to prepare and give out the notice. W
estimate that it will take each State four hours (216 hours
nationally) to devel op a standardi zed forminto which enroll ee-
specific information may be inserted and a half hour per enrollee
to prepare and give out the notice. W estinate that
approxi mately 10 percent of enrollees will receive a notice under
this provision, or 130,000 hours nationally [(2.6 mIlion X 30
m nutes X 10 percent) + 60 m nutes].

We have submitted a copy of this final rule to OVB for its
review of the information collection requirenents in 88 457.50,
457. 60, 457.70, 457.350, 457.360, 457.361, 457.431, 457. 440,

457. 525, 457.740, 457.750, 457.760, 457.810, 457.940, 457.965,
457. 985, 457.1005, 457.1015, and 457.1140. These requirenents
are not effective until they have been approved by QOVB.

If you have any comrents on any of these information
collection and record keeping requirenents, please mail the
original and 3 copies directly to the foll ow ng:

Heal t h Care Financing Adm nistration,

Ofice of Information Services,

St andards and Security G oup,

Di vi si on of HCFA Enterprise Standards,



HCFA- 2006- F 937

Room N2-14-26, 7500 Security Boul evard,
Baltinore, MD 21244-1850.
Attn: Julie Brown HCFA-2006-P.

And,

Ofice of Information and Regul atory Affairs,
O fice of Managenent and Budget,
Room 10235, New Executive O fice Building,
Washi ngt on, DC 20503,

Attn: Brenda Aguilar, HCFA Medicaid Desk Oficer.



